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Need for Accountants as Receivers
and Trustees*
By John B. Niven
of

In 1910 the following statement appeared in The Journal
Accountancy:
In England a large and lucrative practice in receiverships, trustee
ships, etc., is conducted by chartered accountants, but in this country,
we regret to say, comparatively little work of this kind has ever found
its way to accountants’ offices. There are, indeed, a number of cases
in which accountants have acted as receivers or trustees, and we believe
they have usually given satisfaction to those interested in the estates.
Furthermore, these instances seem to be becoming more numerous.
But as yet it must be admitted that the fees arising from this class of
business form a very small percentage of the total revenues of the
accounting profession.

The last statement, I am sorry to admit, still applies in almost
if not quite equal degree.
My first impression, when I found that it had been delegated
to me to open this conversation this morning, was that I had been
asked to enunciate an axiom, and that I would find a practically
unanimous consensus of opinion in favor, generally speaking, of
the appointment of professional accountants as receivers; but I
found, on investigation, that one authority, at least, had ventured
to differ with this view. I hardly expect, however, that there
can be room for much difference of opinion in this gathering.
The protest of this authority, however, offers a convenient
opening for our discussion. In 1915, Willard P. Barrows made
a most interesting and illuminating address upon the subject now
under discussion to our friends of the Pennsylvania Institute of
Certified Public Accountants, which was published in the Journal,
Vol. XXI. I commend this address to your consideration or
*Remarks at the opening of a discussion at the annual meeting of the American
Institute of Accountants, September 18, 1923.
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reconsideration. In an editorial which appeared in the same
number of the Journal, it was suggested that Mr. Barrows,
after demonstrating conclusively the dependence which men
appointed as receivers must place upon public accountants for
assistance in certain departments of their labors, had overlooked
a rather obvious solution of the problem as to who should be
appointed as receivers by not proposing that accountants them
selves are by education and training fit persons for such
appointments.
Mr. Barrows thereupon wrote a letter, from which I will
quote.
It seems to me that I have sufficiently pointed out in my article
the increasing tendency to specialization, and I have made a plea for
the yet unrecognized and almost undiscovered professional receiver,
for whom there is great need and opportunity. The ideal man for
that place will not necessarily come from the school of accountancy,
the law school, or any particular professional school. His most
essential qualifications will be a broad, varied and successful business
experience, particularly in business administration and management.
He should be honest, broad-minded and fearless. His problems involve
from time to time legal and accounting questions, and those of manu
facturing, merchandising, transportation, engineering, mining, sales
manship, finance, employment, business negotiation and what not.
******
It is an extremely narrow view to hold that the expert in any one
of these lines is necessarily the one of all others best fitted for
receivership administration. The services of the lawyer, the accountant
and others are readily obtainable when wanted, but they are specialists,
and the general administration of receiverships is not the specialty
of any one of them.
******
If he (the editor of The Journal of Accountancy) insists
upon the accountant being made receiver because “he is the man who
is able to attend to all the duties of that office,” I shall insist upon his
preparing him especially for that profession.
I mean no disparagement to any profession, but I do assert that
business concerns in trouble should have more expert management
than is ordinarily given them. Instead of grafting the job as a side
line to another one, its special requirements should be the main con
sideration, and they are not necessarily to be found in any one
profession or line of work out of several which could be named.

With much, if not indeed all, that Mr. Barrows says, I
heartily agree. I admit even that the ideal receiver must possess
the qualities of a sort of “Admirable Crichton” who is rarely
found in real life. And it is conceded that no one man could be
found who would ideally fit every condition which arises around
us. I do submit, however, that the professional public account
ant who has gone through the mill of an arduous technical edu
cation, supplemented by several years of the varied practical
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experience which his daily work brings him, approximates, gen
erally speaking, as nearly to the ideal kind of man for such duties
as may be found. And let me add, in passing, that in most
technical courses which aspirants to the degree of C. P. A.
attend, attention is given to the study of receivership manage
ment, and in all examinations for admission to the profession—
our profession — a knowledge of receivership management is
expected.
In elaborating the argument, I do not propose to discuss at
this time the general subject of receiverships, the circumstances
in which receivers are appointed, nor the legal conditions
applying to different classes of receiverships, although a knowl
edge of these, in general, at least, is essential to the practitioner
who aspires to these appointments. However, it might not be
amiss to direct attention to Mr. Barrows’ article already referred
to, to the excellent paper given to this body by H. C. Freeman
in 1917 (particularly the opening paragraphs), and to the
authorities quoted in both these papers. The legal work of the
receivership will always, of course, be handled by a lawyer, and,
whoever the receiver may be, he must always look to assistance
from experts in various lines of endeavor for advice.
As shortly as possible, however, I shall endeavor to show that
the ideal professional receiver and the professional public
accountant fit together much in the manner that we learned long
ago to argue out the result enunciated in the fourth proposition
of Euclid.

What, then, is a receiver?
He has been described as “an officer appointed by a court of
equity to assume the custody of property pending litigation con
cerning the same.”
What are his duties?
Broadly speaking, the duties of a receiver are generally to
protect and preserve the estate entrusted to his charge, and in
due time, when his purpose has been fully performed, to return
either the proceeds or the estate in its original form to those
interested, who may be either creditors or the original proprie
tors, or both. Under the banking law a receiver’s duties are set
forth in great detail and here, at least, among other duties, he is
specifically enjoined to keep accounts.
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He acts, however, under the immediate supervision or
direction of the court appointing him, and in matters of
importance, necessity or doubt, is entitled to and indeed must
apply to the court appointing him for instruction and guidance.
Many of his tasks are, however, of an obvious character, and it
is therefore his duty, with the aid probably of his counsel, to
decide when he may act without specific authority and when an
order of court is required.
As a practical proposition a receiver in many cases may find
that he is little more than a liquidator, and that he can best serve
those interested by the mere sale and collection of the estate
entrusted to his care.
In the vast majority of cases, although not necessarily in all,
the business to which the receiver is appointed will be found to
be in difficulty, and, although in difficulty, this does not necessarily
imply in extremis. It is in nursing sick business back to health
that the large opportunities for receivers arise.
Either as an incident to the preservation of the estate for
sale or in the nursing of it back to health, the receiver may find
it advisable to carry on a business, even at a loss, with the hope
of ultimately realizing a larger price or of eventually accomplish
ing a reorganization with all which that implies. This procedure
may entail the necessity of temporary financing, authority for
which upon a clear explanation of the situation the court will
generally grant. But authority to borrow is not always synony
mous with ability to borrow, and it may then become the duty of
the receiver to find a lender—not always an easy task.
The receiver is liable for losses arising from his own care
lessness, neglect or default, and except under special arrange
ments, he is also liable for any debts which he may incur if the
estate becomes insufficient to protect them.

What, then, are the qualities required of a receiver?
From the foregoing outline of a receiver’s duties, it is obvious
that the aspirants for such positions must be men of many-sided
talents and ability. I have already quoted Mr. Barrows’ outline
of his essential qualities. I will only add now that, except in
rare instances, he must be an impartial or disinterested person—
what is technically known in law as “an indifferent person”—and
that he must have wide executive ability and a knowledge of
business affairs generally, of finance, of accounting and of the
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elements of commercial law.
in the following words:

Sir George Touche in 1906 put it

Receiverships, with or without the incidental duties of manager,
cover a wide range of affairs, requiring for their administration trained
business capacity of a high order, a trustworthiness beyond question,
and disinterested and impartial service. * * * The selection should
fall on a man having a working knowledge of business principles and
experience in the higher realms of finance, who, consistently with his
professional and other pursuits, can spare sufficient time for the due
performance of the important duties of his office.

Turning now to the other side of the question, let us consider

What is an accountant?
Or what rather is a professional public accountant? I cannot
do better than quote Sir Arthur Dickinson who in his introduction
to Robert H. Montgomery’s first American edition of Dicksee’s
Auditing uttered what we in the profession have since looked
upon as a classic which should be read and reread by every
student of accountancy. I can only give some excerpts from this
introduction—all of it, however, should be read:
A public accountant is a person skilled in the affairs of commerce
and finance, and particularly in the accounts relating thereto, who
places his services at the disposal of the community for remuneration.
This definition calls for three main qualifications:
(1) Skill in the affairs of commerce and finance.
(2) Special skill in the accounts relating thereto.
(3) The application of this skill to the affairs of the community,
and not merely of one corporation or firm, for remuneration.

******

The moral qualities called for are so high that it should place
the profession at the head of all which come into contact with business
affairs.

This leads naturally to the next point in the discussion:
What is the character of an accountant’s education?
This may be answered by the statement that it is, as indeed
is all professional education, dual in character: (a) technical;
(b) practical.
(a) The technical education comprises:
1. A liberal education on general subjects—which in
certain states is of an extremely high standard.
2. Intensive study of accounting in its largest sense,
including, in so far as they relate to business affairs,
studies or reading in mathematics, economics, bank
ing, commercial law and commerce.
(b) The practical education requires in every case practice
in a public accountant’s office, which incidentally brings the
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student into touch with the practical working conditions of many
and varied lines of industry, and frequently includes actual
personal experience in some lines of business activity. There
are few public accountants indeed who lack this latter experience.
Summing up, therefore, I only ask you to compare the two
pictures, viz.: that of the ideal receiver and that which portrays
the professional public accountant. Without assuming that our
profession contains the only ideal receivers or that there are not
numerous men outside the profession who are equally and
probably in certain specific circumstances more qualified to act,
I do repeat again that the educated public accountant, member of
this body, perhaps, or holding certain of the state certificates,
approximates as nearly to the ideal receiver as the member of any
other of the professions, and that his training, indeed, almost
entitles him to be enrolled in that other “unrecognized and almost
undiscovered profession” to which Mr. Barrows referred.
That this has already been well recognized in England is
evident, for we find it stated
A chartered accountant [and I assume this would also, of course,
include a certified public accountant] should be preeminently qualified
to perform the multifarious duties that fall to a receiver, and it is a
recognition of this fact that the present practice [i. e., the practice in
England of frequently appointing accountants as receivers] has arisen.
******
Skilled in accounts, familiar with commercial law and usage,
acquainted with business of almost every description, and possessed
of a knowledge of men and affairs, the members of the profession
have now attained in England the rank and confidence which they have
long enjoyed in Scotland, and which the C. P. A’s. of the United
States are securing with rapid strides.

Before sitting down I would only like to draw the attention
of this body to one more paper which incidentally touches upon
this subject, and is probably readily available to almost everyone
here. I refer to Robert H. Montgomery’s paper on Governmental
Supervision and its Effect on the Profession of Public Accountants,
which you will find in The Journal of Accountancy, Vol. X,
No. 2. In his paper he refers incidentally rather critically to the
character of some of the receivership appointments which he
found were being made. I prefer, however, for the purpose of
this discussion, merely to point out the excellent material which
is available to the courts for this purpose in the now large and
growing body of public accountants of the country.
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